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Mr. Chairman and Members of the Committee on Commerce, Science, and Trangportation, my
name is Ha F. Rosenbluth, chairman and CEO of Rosenbluth International. | am pleased to
have the opportunity to spesk with you today. Founded in 1892, Rosenbluth Internaiond, the
world’s third largest travel management company, has been servicing people with their trave

plans for over 100 years. | offer this testimony to demondrate the impact the attacks of
September 11, 2001 have had on the travel agency community and to outline my proposed
federd ad package. In addition, | will illustrate how the agency community isavitd forcein the
arline digtribution network.

| have incdluded with this testimony, (see Exhibit A), The American Society of Travel Agents
(ASTA) plan for federd travel agency rdief. | have carefully reviewed therr plan and
recommend, at minimum, that the federd relief package be designed as such:

Loan Guarantees¥s Structured smilarly to those made avalable to arlines in ther rdief
package. Given the capita characterigtics of the industry, loans should be based on the
ability to repay, not collaterd.

Grants¥s In the amount of gpproximately $364 million to offset the damages incurred by the
travel agency community during the week of September 11, 2001 through September 17,
2001 when virtudly dl commercid arcraft were grounded. This period resulted in
essentidly no recognizable revenue for the travel agency community.

The recommended package will give agencies the liquidity to keep business moving and to keep
people employed. ASTA estimates that job losses will hover in the 100,000 range if immediate
action is not taken. Additiondly, | have had numerous discussons with travel agencies that are
seeking bank loans during this troublesome time.  Agencies that have longstanding relationships
with banking ingtitutions of al szes are being declined for extended lines of credit because of the
unpredictability of the industry.

While Rosenbluth Internationd is thankful that the United States government has offered aid to
the airlines, we are fearful thet if aid is not extended to travel agencies, the travel industry will not
rebound from the tragic events of September 11, 2001. The airlines are currently dependent on
travel agencies asamgor facet of the overadl distribution channel and we seek to prove that the
arlines will not and cannot handle the current volume of bookings thet travel agencies facilitate.
If agencies cannot succeed in the current industry climete, the U.S. economy would suffer a
mgor hit.



The ar travel busness facilitated by travel agencies, including the hybrid Internet-based firms,
continues to increase despite reduced commission structures imposed by the arlines through the
years. Trave agencies currently facilitate reservations and ticket issuance of over 75 percent of
al arline bookings.
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The arline community is dependent on agencies as their primary ditribution channd and has, in
essence, become the outsource entity for airline reservation and ticket fulfillment.

If the agency community became unavailable to corporations and the traveling public at large,
the arline industry would need to hire gpproximately 300,000 reservationists to maintain the
same volume of bookings.

Hiring approximately 300,000 reservationists would be a chalenging endeavor for arlines,

which have aready had to close numerous reservation centers and lay off over 130,000 people
due to the impact of the September 11 attacks. The digtribution infrastructure does not exist
within the framework of the airline industry and if they were to replicate it they would be forced
to petition government for additiond funding. The arlines would aso be forced to ground their
planes until a new reservation and distribution system could be created.

The traveling public continues to demand the services of travel agencies rather than other modes
of purchasng. We have found that our clients have relied on us now more than ever before. The
American people need us to reassure them of arline and airport safety and they rely on us,
knowing that someone will help them get home if they are stranded.

In the days following September 11, agents across the country helped tens of thousands of
people stranded by the nationwide airport closure. Agencies performed these services because
they were the only people that could. The failure of travel agencies to keep their doors open
could further reduce the number of people willing to travel.

To use Rosenbluth Internationd as an example, we suffered through 10 days where we did not
generate any perceivable revenue whatsoever while fielding close to 500% more cdls as dients
requested information on arport openings, flight schedules, arriva times, cancellations, etc.,

which increased our costs of service considerably.

On the days following the attacks, we issued a handful of tickets¥s normally we process 20,000
North America bookings per day. Today, we are hovering a around 12,000 bookings per
day, 40 percent less than we were doing last year a thistime.

This impact has caused us to furlough 20% percent of our North America workforce and



reduce associate benefits and sdaries dgnificantly. Not only are we the third-largest travel
agency in the world but fortunately, dso one of the mos financidly stable. However, I'm not
here today to tak on behaf of Rosenbluth International, but to explain the plight of the travel

agency community in generd.
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The Stories of the struggles of smaller agencies abound, many agencies reporting that their gross
earnings for the week of September 11 were less than just $50.00 (See Exhibit B).

Some gatigtics on the financia problem facing travel agenciesinclude
(data supplied by ASTA):

Between September 11 and September 17, 2001, agencies lost an estimated $364 million
dueto the virtua cessation of new sales.

Agencies are losing about $26 million in airline sdes-related revenue per day.

Agencies lose about $25 million per day in revenue from hotel saes ($6.3 million), car
rentals ($4.3 million), cruises ($10.2 million), tours, rail and other miscellaneous sades
($4.6 million).

For the four weeks following the attacks, it is estimated that total losses for al product lines
are gpproximately $1.36 hillion.

For the period through the end of 2002, estimated tota loss for al product lines will exceed
$4 billion (see Exhibit C).

There are 28,939 ARC (Airlines Reporting Corporation) approved retail agency locationsin the
United States. Under normal times, these businesses handle an enormous volume of ar travel.
Through July of this year, travel agencies sold $47 hillion in arline tickets, averaging $297
million per day. Travel agencies have processed over 113 million airline sales transactions so far
this year. But few agencies will survive these kinds of losses.

| fed that it’s imperdtive that Congress provides travel agencies with financid relief. Given the
magnitude of the short-term losses and the uncertainty of near-term recovery, | am
recommending an indusiry loan guarantee package structured similarly to the one made available
to airlines. In addition, | recommend that grants be given in the amount of $364 million to offset
the damages incurred during the period of September 11, 2001 through September 17, 2001



when virtudly dl commercid arcraft were grounded. This federd rdief package, | believe, will
ensure the liquidity and viability of the agency community to prevent further employee layoffs
and dso ensure the vitdity of the United States' economy.



Ha F. Rosenbluth Testimony
Page 4

About Ha F. Rosenbluth:

Harvard Business Review, inc. Magazine, CIO Magazine, The Financial Times and
Fortune have recognized Hal F. Rosenbluth, chairman and CEO of Rosenbluth Internationd, as
an industry leader, avisonary and atrend-setter. Dozens of periodicals, including USA Today,
The New York Times, Wall Street Journal and Working Woman, have recognized Mr.
Rosenbluth' s business philosophies and practices.

The Business Enterprise Trust honored Mr. Rosenbluth for his company’ s courage, integrity and
socid vison in business with its Business Enterprise Trust Award. The Nationad Conference of
Chrigians and Jews bestowed him with its 60th Anniversay Humanitarian Award for
outstanding contributions to the advancement of respect and understanding among al people.

In response to widespread requests for information on Rosenbluth Internationd’s growth,
corporate culture, and human development programs, Mr. Rosenbluth co-authored a book
titted, The Customer Comes Second and Other Secrets of Exceptional Service (William
Morrow, Inc. 1992). The book was an immediate best seller, and has since been trandated
and digtributed in the Asia Pecific region, Europe and the Americas. In June of 1998, Mr.
Rosenbluth released another book titled Good Company (Caring as Fiercely as You
Compete) published by Addison-Wedey. This book focuses on how companies are adle to
change dramaticaly while holding fast to core vaues.

Mr. Rosenbluth joined the travel management firm in 1974 and worked in dl aress of the
company before being named president in 1985, CEO in 1987 and, most recently, chairman.

Rosenbluth Internationd has grown steadily and rgpidly under Mr. Rosenbluth's direction, with
annud sdes increasing from 20 million USD in 1974 to more than 6 billion USD today.
Rosenbluth Internationa now is the third largest travel management company in the world with
corporate owned offices in 24 countries. Despite tremendous growth of the 108-year old
organization, its commitment to providing the highest level of quality service has remained
unchanged for more than a century.

The company aso has received numerous honors for its dedication to its associates including
being named as one of the ten best companies to work for in America in the book titled The
100 Best Companies to Work for In America, by Milton Moskowitz and Robert Levering,
and ranked 29" in FORTUNE magazine’ s inaugurd listing of the 100 Best Companies to Work
for in America, which debuted in January 1998.
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The company is dso wel known for its technologica innovations, and was sdlected as part of
CIO magazine's CIO-100 list of companies positioned for success in the 21% century. Most
recently, the company was awarded the Darwin Fittest 50 Award, which recognizes
organizations around the world that excel in enterprise foresight, innovation and adaptability.

Asapublic spesker, Mr. Rosenbluth iswidely respected and in high demand. Highlights of his
previous spesking engagements on management and technology include C1O Magazine, CFO
Magazine and Business Week forums, conferences by Saturn and The American Bankers
Association; and American Chambers of Commerce in Tokyo and Taipe functions.

Mr. Rosenbluth lives in Gladwyne, Pennsylvaniawith hiswife, Renee and four children.



Exhibit A
Excerpt from:
Important Points Regarding Disaster Relief for Travel Agencies

From
The American Society of Travel Agents, Inc.

... Travel agencies need immediate cash infusions with a plan that includes these
elements:

Immediate cash to stabilize businesses, which may not be there by thetime a
more elaborate stimulus package is debated.

Economic disaster loans that are industry-based not regional or size based.

No-interest or low-interest |oans below the current disaster loan level of 4%
o SBA qualifying businesses.

L oans should be based on the ability to repay not collateral.

L oan forgiveness for agencies on the verge of bankruptcy.

L oan abatement on both interest and principal to help travel agencies get back
on their feet for SBA qualifying businesses.



Exhibit B

TRAVEL AGENCIESIMPACTED BY AFTERMATH OF

TERRORIST ATTACKS
(Excerpts of messages from various travel agenciesreported to ASTA. ASTA reported these messages to
the House of Representatives on September 25, 2001)

AGENCY spent most of last week servicing clients who needed travel rearrangements. Our net
ar income for the week was 38.97 USD. We have five front line agents and a small supporting
gaff. Our clients seem to appreciate dl the work we are doing for them.

AGENCY employsthree full time agents. Last week my net income from air sales were 32.21
USD. We have written one air ticket snce Monday.... aground operator for incentive groups ...
yesterday, they had dl of their fal groups cancdl....Another ground operator here ... has had
nine incentive groups cancd ...

AGENCY had anet revenue stream of 154 USD last week in an office of four full time people.
Monday, September 17 we sold one airline ticket and no sales to Europe (our primary
degtination). Normally we receive 20 to 30 leads for European travel over the weekend... this
week we have two leads. On Monday we also cancelled six passengers on escorted tours to
China, representing more than 5,000 USD in lost commission income for October.

AGENCY will be laying off at least two people at the end of thisweek. Norma ARC week
100,000, last week less than 7,000 or grossincome of 600. Lost in excess of 50,000 in tours
prepaid and ready to go. Have waived fees for reaccommodations of people stranded. 12 full
time people with one part time person. | figure it cost me about 9,000 loss to operate last week.
Out of last weeks business, over 60 percent of what we did transaction wise was refunds. 75
percent of the call volume were from stranded passengers or calls from the emergency bank.
We are taking cdls daily from people who are [squeamish] about traveling. Thisis having a
sgnificant impact on our agency and if things do not change within 30-45 days, we will need to
reduce hours and layoff agentsto help us get through. This normally is our booking season for
fal break and the holidays and as al agencies December traditiondly is our dowest month.

AGENCY fared better than we did - we gave back more than we made resulting in a negetive
of 90.49 USD! Arc Report Ending Sep 16, 2001, 26 sales and 17 refunds; in addition,
9,000.00 USD paid in full on atour on Monday, canceled on Tuesday. Severd other trips
cancdled for travel in October and even for Christmas. Unfortunately, the phone isn't ringing for
new business to compensate for the cancellations.

AGENCY spent most of last week and the first part of this week asssting clients who could not
get through to the airlines. Since September 11, 2001, we have processed 31,098.32 USD
worth of air refunds and 19,889.00 USD in tour and cruise cancellation refunds. Since alarge
portion of the tour bookings were for inbound tourism, our commission income losses are



approximately 13,400.00 USD for last week done.

BExhibit B continued. ..

We see very little confidence with consumersin our area, as we are having people cance ther
travel plans for December, January and February. We are trying to change their minds, but
everyone seems to be to depressed to think about travel right now.

AGENCY’s agents spent 98 percent of ther time last week servicing clients affected by this
incident. We charge a processing fee for refunds and decided not to make an exception in this
case. The only income we had last week was due to our processing fees, which totaled
1398.00 USD. Any other commission income was negated by commisson given back on
refunds.

Bottom lineis that we lost money last week. That was not enough money to support one part-
time and four full-time agents. This week will be even worse. There's very little income being
generated and we will lose alot of income due to the many tours that people have cancelled.
Our agency has reduced al employees to ¥z their regular hours (three full time & two part time
employees). Owners will work without pay. Bill must be paid and thereis no
income....Cancelled trips this week dong amount to over 50,000 USD. If | have to close my
businesses, eight people will lose their jobs and the service we have provided to over 10,000
local residents and businesses over the last Sx yearswill cease.

AGENCY isafamily operated agency .... Air salesfor the past week were down over 60
percent. Air cancellations equaled saes leaving us with air sdesdmost equd to zero. Leisure
bookings have come to a virtud hat with 15,000 USD in cancellations for packages under
deposit. All calls this morning have centered about canceling ticketed air and cancdling leisure
travel scheduled to depart in the next few weeks. Total income for this office snce September
11 has been negative. All activity has centered about getting clients home, rescheduling and
canceling. No sdesfor future .....Since the Sept. 11, we have sold only two airline tickets. No
tours and no Cruises ...



Exhibit C

Travel Agency Revenue Projections ($Billions)
$6.00
$5.00 — @ Airlines
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2000 2001E 2002E
@ Airlines $4.80 $3.10 $1.55
Fees $2.40 $1.84 $0.92
O Cruises $2.60 $2.07 $1.03
O Hotels $1.60 $1.27 $0.64
Cars $0.80 $0.63 $0.32
E Misc. $1.20 $0.96 $0.48

*This data was collected by The American Society of Travel Agents. All air data is based on
ARC statistics. All other data is based on 2000 Travel Agency survey, Travel Weekly and
ASTA’s Service Fee Survey.









